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THAILAND - KEY ECONOMIC INDICATORS: 


All values in U.S.$ million 
and ‘represent period averages 
unless otherwise indicated 


Exchange Rate: US$ 1.00 = # 20.0 1974 1975 oe 76/75 


INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 13,503 14,595 16,199 
GNP at Constant (1962) Prices 7,840 8,233 8,702 
Per Capita GNP, Current Prices (US$) 331 349 377 
Gross Fixed Capital Formation 

at Current Prices 2,970 3,393 3,816 
Personal Income 10,885 11,714 12,882 
Indices: (1963 = 100) 

Agricultural Production 

Rice 116.2 129.7 

Maize 291.5 355.6 

Sugar cane 283.4 403.5 
Labor Force (in thousands) 19,575 20,097 20,621 


MONEY AND PRICES 
Money Supply 1,660 1,749 2,031 


Interest Rates Commercial Bank 

Prime 12.5 11.5 10.5 
Indices: 
Wholesale Price (1968 = 100) 176.0 182.6 189.9 
Consumer Price (Oct 64-Sept 65=100) 171.7 180.8 188.4 


Balance of Payments and Trade 
Gold & For. Exch. Reserves* 1,564 1,369 1,484 


External Public Debt 528 623 830 
Annual Debt Service 340 443 460 
Balance of Payments 401 -143 -4 
Balance of Trade -712 -1,092 -594 
Exports, FOB 2,490 2,250 2,993 
U.S. Share 197 248 298 
Imports, CIF 3,202 3,342 3,587 
U.S. Share 432 478 516 
Main Imports from U.S.: (1975) (Mill.$): Machinery, Mechanical 
appliances and parts (75.4), Aircraft (45.2), Electrical 
Machinery (38.1), Cotton (32.1), Fertilizer (34.8), Tobacco 
(33.6), Iron and steel (18.3) 


Footnotes: * Net Foreign Exchange position 

Source: National Economic and Social Development Board; Bank of 
Thailand; Business Economic Department; Customs Depart- 
ment; Department of Labor. 





SUMMARY 


Thailand has a sound economy and growth potential. The 
key to growth is political stability and government 
policies aimed at meeting the challenge of modernizing 
the economy. 


Growth in gross domestic product is about on target with 
a 6.2% increase in 1976 and 7% in prospect for 1977. The 
trade deficit is likely to be higher in 1977, and there 
will be an increase in the balance of payments deficit 
from 1976's small $ 4 million. 


There is as yet no significant increase in new investment 
but there are many indications that a rise is in the offing: 
inventories are being built up again-and the number of 
foreign businessmen interested in trade and investment in 
Thailand is increasing. Businessmen here have generally 


been encouraged by the attitudes and accomplishments of 

the government in the past half year. Several projects 
stalled by political indecision or bureaucratic delays have 
moved forward. A new Investment Act reaffirming the need 
for foreign investment and liberalizing the former law 

has been passed. 


Businessmen remain concerned over the political situation. 
The unsuccessful coup at the end of March suggested an 
unsettled power relationship in the armed forces, although 
the failure of the coup may be regarded as strengthening 
the position of the present military leadership. There 
have been five prime ministers in four years, and business- 
men want to be more confident about the long-term viability 
of the present civilian government. 


The market for U.S. products in Thailand has been growing 
over the past decade and opportunity for sales in such 
fields as agribusiness, office equipment, and scientific 
and medical equipment are good. A major revival of new 
investment depends upon an improved political situation. 
The economic conditions for such a revival are present. 





The Thai Economy in 1976: Growth on Target 


There was a general strengthening in most areas of the 
economy during 1976, continuing the upward trend of late 
1975. Gross domestic product rose by about 6.2 percent. 
This is about on target with the predictions made by Thai 
authorities at the beginning of the year. Growth in agri- 
culture slowed a little from the bumper crop year of 1975, 
but manufacturing, trade, services, transportation and 
construction all turned in higher growth rates than in 1975. 
The consumer price index increased by about six percent for 
the year, up a little from 1975's 5.4 percent, but well 
below the 24.4 percent of 1974. 


The country's mainstay - the agricultural sector - grew by 

a respectable 3.2 percent during the year. Rice and cotton 
declined in production, growth slowed for corn, tapioca and 
sugar, but increased significantly for rubber and tobacco. 
The decline in rice production is from a record year in 1975 
when crop conditions were virtually ideal. The slowdown in 
the growth of sugar production follows a number of years of 
extraordinary expansion and also reflects declining world 
prices. 


The manufacturing sector grew by 7.5 percent during 1976. 
Agricultural processing plants - rice mills, sugar refineries, 
flour mills - all stepped up activity, processing the output 
of the 1975-76 crop year. The textile industry made a come- 
back, but one not shared by all producers. Some are still 
burdened with overcapacity, high inventories and a difficult 
financial situation. The cement industry is. now in much 
better shape than it was a year ago, with production up ten 
percent in 1976. Price controls on cement were relaxed in 
the third quarter of the year. Overall, the manufacturing 
sector rose from 17.6 percent of GDP in 1975 to 18.3 percent 
in 1976. 


FOREIGN TRADE: Performance In 1977 Will Not Be As Good As 
1976 


Thai exports moved ahead by more than 30 percent in 1976, 
while imports increased by twelve percent. Most of the 
increase in earnings from exports was brought about by higher 
volume, since prices of many of Thailand's exports were down 
from the year before. The only major exports with significant 
rises in price were rubber and tin. 





The trade deficit narrowed over that of 1975 significantly, 
both absolutely and as a percentage of imports. The improve- 
ment is not an unmixed blessing since it reflects sluggish 
demand for capital equipment due to the low level of private 
investment in new productive capacity. 


We anticipate that the country will be paying about ten 
percent more this year for oil imports than in 1976, due 
partly to increased prices and partly to increased usage. 
Thailand's major suppliers of oil over the past few years 
have been Saudi Arabia, Qatar and Kuwait. For 1977 we expect 
a higher trade deficit, with imports up twelve percent and 
exports up five percent. The export estimate is based on 

an assumption of lower earnings from rice and sugar in 1977 
than in 1976. 


BALANCE OF PAYMENTS: Nominal Deficit In 1976; A Larger 
Deficit In 1977 


Last year Thailand's net services were $ 92 million, down 
from $ 308 million in 1975. This change is principally due 
to the end of significant earnings from U.S. military spending 
but also to higher payments for freight and insurance and a 
lower net contribution from tourism. Some of the increased 
Thai spending on foreign travel could be a form of capital 
flight. Eurodollar borrowings from international banks and 
a drawing from the International Monetary Fund allowed Thai- 
land to increase its international reserves in 1976. The 
Thai balance of payments deficit in 1976 was a nominal four 
million dollars. In view of the less bright trade picture, 
we expect a larger deficit this year but still small in 
relation to total foreign transactions. 


Current Business Outlook Favorable 


The level of domestic business activity is good and a growth 
of about seven percent in gross domestic product is antici- 
pated in 1977. There are indications that in some lines 
there is a revival of buying to build up inventories, which 
have been brought down over the past two years. The number 
of foreign businessmen interested in trade and investment in 
Thailand visiting the Embassy, the local American Chamber 

of Commerce and banks has increased markedly in recent months. 
Local banks and finance companies are still in a highly liquid 
state, because of slack demand, but it is anticipated that 
money will become tighter in the next few months. By the 
nature of the lag between investment decisions and implemen- 





tation, new investment projects will not have a significant 
effect until 1978. 


Natural Gas Pipeline Project 


The Thanin Government has moved swiftly with regard to plans 
to construct a pipeline to carry natural gas from structures 
in the Gulf of Thailand to Bangkok. In the most recent 
developments, the King in March signed a Royal Decree 
establishing a Natural Gas Organization to oversee the 
project, and the Minister of Industry took the initial steps 
toward commissioning studies of the size of oil and gas 
deposits in the Gulf. These studies would be supplemental to, 
and independent of, exploration estimates by Union Oil Co., 
Tenneco/Texas-Pacific, and other firms which have made highly 
promising gas discoveries at 200-300 foot depths nearly 100 
Miles off the Kra Isthmus in southern Thailand. 


In addition to the pre-investment studies, the final key to 
further development is prior agreement on a natural gas 
pricing and marketing formula (a price formula for crude oil 
but not gas is spelled out in the RTG's Petroleum Act). Union 
Oil Co. and RTG officials are actively negotiating these 
issues. The Prime Minister has directed the Minister of 
Industry to try to reach agreement with Union not later than 
June 30. If agreement is reached on price, and the RTG can 
guarantee that the pipeline will be built, Union, Tenneco/ 
Texas-Pacific and perhaps other firms will probably spud 
additional exploration wells to delineate the fields and 
then begin development work. 


The pipeline, as currently projected, would be laid underwater 
from wellheads in the gas fields approximately 400 miles 

north to Sattahip, on the Gulf southeast of Bangkok, and then 
100 miles overland to Bangkok. It is estimated the pipeline 
will cost at least U.S.$ 200 million. An immediate market 

for the natural gas will be to replace imported fuel oil in 
the generation of electric power. 


Organized Labor Loses Political Strength 


Prior to 1973 labor-management relations in Thailand were 
characterized by a traditional paternalism. During the 
period of the democratic experiment from 1973 to 1976, labor 
unions were legalized and began organizing in the public 
sector and in larger industries along more Western lines. 

In the process organized labor developed considerable poli- 





tical power, reaching a highpoint in January 1976 at the 
time of the threatened general strike over retail price 
increases of rice and sugar. Increased labor unrest caused 
Many traditionally-oriented Thai to become apprehensive 
about organized labor's role in Thai society. 


After the events of October 6, 1976, the new Thai Government, 
operating under martial law, banned all strikes and lockouts 
and established the requirement that all "political meetings" 
of five or more people must have a police permit. By apply- 
ing this requirement to labor unions and by refusing to grant 
police permits for most union meetings, the Thai Government 
has effectively reduced union activities. Discussions 
between union spokesmen and government officials are now 
taking place to work out the ground rules for the resumption 
of routine union activities. 


Political Factors Still The Key To Economic Performance 


In our Economic Trends Report a year ago we headed one section 
"Political Factors a Key to Recovery and to the Investment 
Climate" and in October 1976 a section was headed "General 
Malaise Pervades Business Attitudes." The malaise that 
characterized business attitudes was prevalent through most 
elements of Thai society in the last months of the parliamen- 
tary government. The failure of the democratic government 

to effectively manage the country's affairs led to widespread 
disillusionment, and there was general public acquiescence 

in the action by the Armed Forces to abrogate the former 
constitution and dismiss the parliament. A civilian prime 
minister was appointed shortly after the ouster of the 
previous government. The government headed by Prime Minister 
Thanin Kraiwichian has taken many steps in the past six months 
to improve the climate for business and investment. The long- 
standing Temco problem was finally resolved by awarding a 
management contract to work the former Temco tin concessions 
to a successor company, Billiton, which has resumed off-shore 
dredging for tin. A new Investment Act has been passed 
reaffirming the government's interest in attracting foreign 
investment. Negotiations between the government and the Thai 
Zinc Company looking toward the construction of a major zinc 
refinery in northern Thailand have made progress and appear 
to be in their final stages. In addition to the natural gas 
pipeline project, other positive actions by the government 
include the liberalization of the Alien Business Law, the 
raising of petroleum product prices to reflect the increased 
cost of crude oil and the lifting of price controls on cement 
and other construction materials. The latter two actions 





do have inflationary implications, but it does not now 
appear that the rate of inflation will be appreciably more 
than last year's six percent. 


While welcoming these various steps, the business community, 
both local and foreign, is still cautious about the internal 
political situation. The quick suppression of the attempted 
coup of March 26 strengthened the present military leadership, 
but there is still concern over the unsettled power relation- 
ships within the Armed Forces. Thailand has seen five prime 
ministers and a few other cabinet reshuffles in the past four 
years and businessmen would like to feel more sure of the 
long-term viability of the present civilian-led government 
than they are today. 


Insurgency: A Long-Term Challenge, But Not On Immediate 
Threat 


One of the questions raised by American businessmen visiting 
Thailand is how serious a threat the Communist insurgency is. 
Observers who saw the seemingly swift collapse of the 
neighboring states in 1975 wonder whether it could happen 
here. There is no doubt that the insurgency is a serious 
long-term challenge to the stability of the government, but 
the number of insurgents is small, they are mostly located 
in peripheral areas of the country and the issue of nation- 
alism is on the side of the government and against the 
insurgents. The government has the capability and resources 
to meet the long-term challenge through genuine commitment 
to the goals and programs encompassed by the current Economic 
and Social Development Plan (next section). 


Economic Development Plan 1977-1981 


Thailand's Fourth Five-Year Plan, for the period 1977-1981, 
aims for a higher and sustained rate of output, investment 
and employment expansion especially during the first two 
years of the Plan. The objective of the Plan is to promote 
a more equitable economic and social order to ensure that 
the benefits of development are shared out more equitably 
among a larger segment of the population. The longer run 
emphasis is on reducing social and economic disparities by 
increasing rural income and employment opportunities, diver- 
sifying agriculture and improving agricultural productivity. 
The Plan also stresses an industrial development strategy to 
promote export-oriented and agro-based industries and natural 
resources development including water, forest and minerals 





resources, and land reform. The Plan projects a growth 
rate of 7% annually during the Plan period and requires a 
total investment of about $31 billion. 


The Plan lists prospective new public sector projects of 
almost $8.0 billion with the greatest portion being projects 
of state enterprises. The power sector alone accounts for 
over $3.0 billion including hydro, conventional thermo, and 
nuclear generating stations, transmission and distribution 
and rural electrification. Many of these projects have 
potential for significant business for U.S. firms. 


Official loans totalling about $4.0 billion will be sought 
from international financial institutions (IBRD, ADB), 
foreign governments, and a small amount from financial 
markets. These loans are expected to result in disbursements 
during the Plan period of about $2.4 billion, or some 7.7% 

of the total $31 billion investment requirement. 


IMPLICATIONS FOR THE UNITED STATES 


Some of the best investment and sales opportunities for 
American companies in Thailand continue to be in the agri- 
business sector. With the government's development plans 
emphasizing higher rural incomes and employment and developing 
the economy in the countryside, sales prospects look particu- 
larly attractive for exporters of agricultural and food 
processing machinery and equipment, as well as a wide variety 
of products and services needed for planned development of 
the rural economy. Thailand's fourth Five-Year Plan includes 
rural development among its priority objectives, with the 
Government expecting to allocate considerable sums for such 
things as irrigation projects, expansion of power generation 
and transmission facilities, rural electrification, regional 
airport expansion and port improvement projects, -country-wide 
expansion of telephone facilities, and the like. Equipment 
to complete such projects as these will be needed, as well 

as construction equipment and consulting services. 


Although many Thai businessmen feel that the business climate 
has improved considerably over that before last October, 
foreigners, particularly potential investors, appear to 
continue to hold back, waiting for a longer-term indication 

of stability. Since the beginning of the year, the Japanese 
have begun to apply again for approval to make new investments 
and this may auger an increase in interest from other 
nationalities. 





There are other opportunities as well for American exporters, 
not directly related to rural development or construction. 
There are expanding markets for a wide range of consumer 
goods, mainly in the Bangkok metropolis, as well as for office 
equipment, communications equipment, furniture making 
machinery, and hospital and medical equipment. American 
exports to Thailand have continued to increase over the past 
several years, and there is every reason to believe that this 
trend will continue. Thailand is not yet ready for the most 
sophisticated of equipment, but it is clearly moving steadily 
in that direction and U.S. companies which have developed 
relations with local agents and the local market will be in 
the best position to benefit when that time comes. 
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